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“No Liberty Without Private Property” 


Firmer Budget Control, Less Spending, Can Stop Tax Inroad on Earnings. 


by Rosweit MAacILt, President, The Tax Foundation. 


bs COVERNMENT—and that means the increasing host of employees and bureau chiefs and 
department heads in Washington—has taken over the spending of a quarter, a half, or even 
three-quarters of the money we earn. Congress and the plain people alike are pretty — 


resolved not to provide any more tax money 
for the government to spend. Taxes are high 
enough. Indeed, they may be too high for the 
good of the economy. 


One of my old professors used to tell us that there 
is no liberty without private property. It is a man’s 
private property, his accumulations, that give him 
the chance to choose his course of action. Without 
property he becomes a dependent—of his relatives or 
of the government. He is not a free man. 


The increasing encroachment of Federal income 
taxes on earnings, the steady elimination of the pos- 
sibility of savings compels this question: How can 
we regain this particular liberty? How can we re- 
store to our children the chance we once had to spend 
our own earnings as we individually thought best? 


These are questions for every American. In trying 
to answer them the general proposition confronts us 
that the Government itself has lost control over Fed- 
eral spending. What then, can be done about it? 


We have to start with the general outlines of the 
Federal budget. The President proposed in his Jan- 
uary budget message that Congress authorize budget 
expenditures of $85,444 million next fiscal year, 
from July 1, 1952 to June 30, 1953. That figure is 
$14.5 billion more than estimated expenditures for 
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the present fiscal year. It exceeds by over $50 billion 
what was spent ten years ago, in 1942. It is 18 times 
what the Federal government spent 20 years ago, 
in 1932. It is only $13 billion less than was spent in 
1945 at the peak of World War II. It is four and 
one-half times what was spent in 1919, the peak of 
World War I. 


A Light-year Figure Budget 


Granted that dollars are not worth what they used 
to be, the figures are tremendous in any language. 
That is one of the troubles with Federal budgetary 
control. The figures are so enormous, so far beyond 
individual experiences, that they don’t trouble us as 
much as they should. They fall in the same category 
as such other statements in billions as the number of 
light-years from here to Orion’s belt; or the age of 
the earth. They don’t really mean anything to us; 
we want to leave them to the specialists. 


Not many years ago, when I was in Washington, 
many wise men thought the heavens would fall if the 
Federal debt ever got beyond $50 billion. It is now 
$257 billion, yet we are still doing business at the 
old stand. Some people think that an $85 billion 
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budget is all right. This is a big country, they say. 
We ought to spend a lot of money. Who is right? 


If the Federal government is authorized to spend 
a lot of money, then you and I are going to have to 
put it up. Either put it up in current taxes, by turning 
a great part of our incomes over to the Federal gov- 
ernment to spend for us on projects that it chooses 
and we do not; or we must pay most of it that way, 
and add the balance to the Federal debt. Those are 
the only alternatives. 


The latter is not an attractive alternative. Yet, in 
substance, it is the alternative proposed in the budg- 


anyone else that taxpayers won't stand for any more 
taxes. Taxes have crept and then jumped far too 
high. It is not merely that we are being compelled to 
pay in total taxes over 30 percent of the national 
income, much more than statistical and economic 
experts have determined to be endurable; it is not 
merely that to balance the expenditure proposals, 
there would have to be added to present taxes a 100 
percent tax on all taxable income over $4,000, and 
that is inconceivable. 


Individually we are finding out that taxes have 
gone way beyond the point of being merely an annoy- 
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et message last January —a $14.5 billion deficit 
(three times the whole Federal budget 20 years ago), 
to be met about one-third by new taxes, and about 
two-thirds by piling $10 billions more debt on what 
we already have. If that plan is adopted, the Treas- 
ury will have to print bonds or bills to meet the defi- 
cit. That was done in World War II, and the result- 
ing inflation during the past 10 years has cut the 
value of the dollar in half. That inflation, then, has 
been in substance, a flat 50 percent tax on savings, 
on fixed incomes, on purchases—a very high tax that 
would never be countenanced under its right name. 


More Than Being Annoying 


Of course by now it is pretty clear that Congress 
is not going to adopt new taxes to pay for the two 
anticipated deficits (for the current fiscal year and 
the next fiscal year), although those two deficits may 
very well total more than $20 billion. (It is not easy 
to compute the total, for governmental estimates of 
late, both of receipts and of expenditures, have been 
notoriously wrong.) 


The reason Congress is not going to adopt new 
taxing measures is that Congress is better aware than 
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ing item in our individual budgets. They have be- 
come so great an item that we must struggle and 
plan—and even go into debt—to pay them. We must 
deprive ourselves of things we would like to buy, 
things that make life worth living, things that would 
be a fair exercise of our native liberty to use our 
earnings as we see fit. Taxes are high enough, so we 
don’t want to pay any more taxes. 


Can more tax money be obtained—not by raising 
rates on everybody — but by closing “loopholes”? 
The C.I.0. thinks we can, and so does Senator Hubert 
Humphrey. That war-cry to close loopholes has 
echoed across the land for 20 years. 


The fact is the loopholes have been pretty well 
closed. The Senator and the C.I.0. are using the 
word “loophole” in a brand new sense, to include 
all provisions designed to make the tax law equitable 
and bearable. In the sense in which they use the 
word, the individual exemption of $600 is a great 
loophole. If no exemptions were allowed, if every- 
one were taxable on his first dollar of income, bil- 
lions more in income tax revenues would be owed 
to the United States. The same result would follow 
the elimination of some or all deductions. Yet few 
regard exemptions and deductions as “loopholes” ; 
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nor would we recommend their elimination or reduc- 
tion in order to produce more tax revenue. ... . 


None of the alleged loopholes (with the exception 
of the one relating to the split income provision), 
has a material effect on the revenues. The solution 
of our fiscal crisis will come from more fundamental 
changes, from a direct and intelligent exercise of 
fiscal control. 


If there are no loopholes of importance to close; 
if the people will vote against more taxes; if deficit 
financing is a bad thing, leading to destructive infla- 
tion—how can we balance the Federal budget? Only 
by cutting expenditures, a very unpopular and a 
very difficult process. 


Yet, reducing expenditures is by no means an im- 
possible job. Senator Harry F. Byrd of Virginia, has 
published this year, as he has in several years past, 
specific tables showing how $8.6 billion could be cut 
out of expenditures with no damage to military activ- 
ities or the nation’s welfare. Other Congressmen 
have proposed even more drastic cuts. 


Must Regain Annual Control 


There are two great difficulties. First, vested inter- 
ests in expenditures are firmly established. All of the 
money spent is good for somebody, and he and his 
friends are in there fighting for the appropriation. 
The sponsoring Federal departments, with all their 
employees and supporters in and out of Washington, 
are bound to know more about their proposed expen- 
ditures than anyone else; and they will always de- 
fend their proposals rationally and belligerently. 
Someone's constituent is going to be hurt by any cut. 


Second, nearly two-thirds of proposed budget ex- 
penditures are authorized by legislation now on the 
books. Those expenditures are not subject to annual 
Congressional control. A breakdown of the total 
shows that out of the President’s budget of $85.4 
billion, only about $29 billion is clearly subject to 
annual Congressional review and control. 


The biggest part of the uncontrollable area is 
$42.6 billion of expenditures from obligational au- 
thority of prior years. Expenditures under perma- 
nent and indefinite authorizations add another $7.8 
billion. Expenditures under “open-end” aid pro- 
grams add a sizable $4.5 billion. Contributions to 
trust funds, payments of claims, and payments re- 


quired by international agreements add. another bil- 
lion. All these uncontrollable expenditures total 


$56.6 billion. 


In contrast, the relatively controllable expendi- 
tures consist of $23.5 billion of military and inter- 
national expenditures, and a slim $5.3 billion of 
other domestic spending. 


Congress must regain annual control over these 
expenditures, in order to regain the control over 
taxes that is ordained by the Constitution. Congress 
can do this only by adopting a clean-slate approach. 
This means, first, that Congress should suspend all 
spending authorizations, except for essential mili- 
tary items and interest on the debt, pending a strict 
review in terms of what is essential in our present 
defense economy. 


Government operations would not stop while Con- 
gress evaluates programs. Such a review could be 
made, for example, during fiscal 1952 for applica- 
tion in fiscal 1953, or in fiseal 1953 for application 
in fiscal 1954. Once the desired review of spending 
is completed, Congress should direct the Budget Bur- 
eau to present a budget which actually falls within 
expected revenues. 


Second, great help in the restoration of Congres- 
sional control over Federal spending would be pro- 
vided by the McClellan-Colmer approach, recently 
passed by the Senate and approved by the House 
Rules Committee. The McClellan Bill (S 913) and 
Colmer Bill (H.R. 7888) would provide a staff to 
help the Appropriations Committees in somewhat 
the same manner that the Budget Bureau helps the 
President. 


Third, it would be a good general rule that the 
President should be required to present each year a 
budget in which the estimated expenditures are no 
greater than estimated receipts. Congressman Fred- 
eric R. Coudert, Jr., has made that proposal this 
year in a joint resolution. If the President thinks 
more expenditures are essential to the nation’s wel- 
fare, let him present them in a supplemental budget, 
along with his specific recommendations of taxes to 
pay for them. Then Congress has a realistic program 
to work on, not the present accumulation of vote- 
catching spending proposals that have no necessary 
relation to our ability or our willingness to pay for 
them. 


Congress should not be given the impossible job 
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it has at present, of trying to save billions out of a 
budget that is an adroit mixture of items that can’t 
be cut and a myriad of items that certainly could be 
cut if their proponents and the Executive were will- 
ing to exercise ordinary thrift and prudence. 


These are hard problems and it is all too easy for 
an individual citizen to pass them up as beyond his 
competence. But somehow a majority of us must face 
up to them if America is to win out in the current 
fiscal showdown; if individual Americans are to 
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regain the right to spend most of their earnings as 


they please. 


To maintain its position in the world, this nation 
must produce more goods than it has every produced 
before, for it must meet defense needs on top of an 
expanding civilian economy. This can be done only 
if we do not throttle our productive machine by taxes 
or otherwise. We can accomplish all these things if 
we can bring the Federal budget under control and 
eliminate excessive government spending. 
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